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March 31, 1978 


A Canadian Company 


United Westburne Industries Limited is a publicly 
owned Canadian company which devotes its re- 
sources to the wholesale distribution of plumbing, 
heating, water works, air conditioning and electrical 
supplies. Its major markets are the building and re- 
novation industry, engineering construction, and the 
market for materials and supplies to expand, replace 
or repair electrical and mechanical machinery and 
equipment. Its customers are the contracting trades, 
industrial, commercial and institutional users, 
utilities and government agencies. 


On peut obtenir la version frangaise de ce rapport en écrivant au 
Siege administratif de la Société, 6333 Boulevard Décarie, 
Montréal, Québec H3W 3E1. 
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Highlights Of The Year 


$341,221,569 EXSeRe sits +9.6% 


8,151,033 SE WeeaRys +0.5% 


VBUIWENME 865,776,063 +24.6% 


4,311,718 +16.1% 


4,180,292 +.16.7% 
30,467,680 +11.2% 
12,650,455 


3,805,100 


Report to Shareholders 


Your directors submit herewith the 26th annual 
report on your Company’s operations together 
with the related consolidated financial 
statements for the fiscal year ended March 31, 
1978. 


Gross revenue increased by 9.6% from 
$311,436,388 to $341,221,569 while net earnings 
applicable to common shares amounted to 
$4,876,838 against $4,180,292 last year; a 16.7% 
improvement. On a per common share (fully 
diluted) this is equivalent to $2.59 as compared 
to $2.25 for fiscal 1977. These results are 
particularly encouraging because the overall 
performance of the Canadian economy coupled 
with lower housing starts of 245,000 (273,000 
during the previous year) was not conducive to 
improved earnings performance. 


Working capital as at March 31, 1978 was 
$33,888,857 against $30,467,680 the previous 
year. Long-Term Debt amounted to $13,905,244 
compared to $12,650,455 the previous year while 
common shareholders’ equity amounted to 
$40,047,004 ($21.77 per common share) as 
compared to $36,054,018 previously ($19.66 per 
common share). 


The continuing erratic behaviour of the Canadian 
economy has led us to examine the particularly 
weak areas of the country. We reacted by 
consolidating several profit centres and 
administrative offices to achieve a reduction in 
overhead without significantly disturbing our 
successful decentralization policy. We look 
forward to increased profitability and 
improvement in both the present and subsequent 
fiscal years’ earnings. 


Your directors wish to record here their 
appreciation of the efforts and devotion of their 
2,450 employees and are confident that your 
Company’s past progress will continue in the 
future. 


Following the practice commenced last year we 
are pleased to include as a supplement to this 
year’s Annual Report an essay entitled “Why 
Inflation Is Worldwide” by Mr. Henry Hazlitt, the 
noted American writer on economic subjects. 
This malaise of inflation is slowly destroying the 
blood stream of our economic system, the very 
system which enabled the western world to 
achieve the highest standard of living for the 
greatest number of people. At a time when 
people are being deluged with opinions on the 
causes of inflation we think a look back to 
fundamental truths is an important contribution 
to the debate. 


The essay by Mr. Hazlitt will be followed with 
one on government spending, by Dian Cohen, 
entitled “Regaining Control Of Our Government 
And Our Lives’’. It will be mailed to shareholders 
with the Interim Report for the first fiscal quarter 
ended June 30, 1978. Last year’s essay by Dian 
Cohen “A Walk Through The Wonderland Of 
Deductions” resulted in an unprecedented 
demand from shareholders and others in 
industry, labour and government for additional 
copies or for permission to reprint the essay in 
“in house” periodicals. 


On behalf of the Board of Directors 


Lucien Cornez 
Chairman 
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Operating (in $000) 


Operating Revenue 
Pre-Tax Earnings 


Net Earnings Applicable to 
Common Shares 


Per Share, Fully Diluted 
Per Share, Book Value 


Receivables (Net) 

Inventories 

Working Capital 

Fixed Assets (Net) 

Total Assets 

Common Shareholders Equity 


1978 


$341,222 
8,151 


4,877 
2.59 
$ 21.42 


$ 51,968 
64,756 
33,889 
26,332 

158,336 

$ 40,047 


Five Year Statistical Summary 


Fiscal Years Ended March 31 


1977 


$311,436 
8,112 


4,180 
2.25 
$ 19.39 


$ 48,863 
60,199 
30,468 
24,355 

145,842 

$ 36,054 


1976 


$274,665 
13,516 


6,705 
3.54 
ay A 


$ 42,317 
Bay 17, 
31,685 
22,563 

128,025 

$ 32,172 


1975 


$249,273 
13,098 


6,253 
3.48 
$ 14.46 


$ 38,565 
47,433 
27,978 
21,416 

115,791 

$ 26,147 


1974 


$189,164 
7,287 


3,304 
1.74 
(Se shlgey? 


$ 35,687 
41,123 
23,319 
17,799 
99,395 

$ 20,147 


Consolidated Balance 
Sheet 


As At March 31 
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ASSETS 


Current: 
Cash and short-term deposits 
Accounts receivable 
Inventories 
Income taxes recoverable 
Prepaid expenses 


Deferred contract costs 

Notes and mortgages receivable 

Due from affiliated company 

Fixed assets — Note 2 

Debenture discount and expense, less amortization 


Excess of cost of investments in shares of subsidiaries 
over net assets at date of acquisition 


On behalf of the Board: 
Lucien Cornez, Director 


D. W. Westcott, Director 


UY 


$ 6,064,726 
48,862,954 
60,198,991 

1,158,174 
629,507 


116,914,352 


24,354,984 
116,110 


__3,954,783 


$145,842,011 


LIABILITIES 


Current: 
Bank loans, secured by accounts receivable 
Accounts payable 
Dividend payable 
Long-term debt due within one year 
Due to affiliated company 


Due to affiliated company 
Due to parent company 
Long-term debt — Note 3 


Deferred income taxes 


SHAREHOLDERS’ EQUITY 
Capital stock — Note 4 
Contributed surplus 


Retained earnings — Note 3 


LUZ 


$ 42,726,280 
40,495,574 
32,400 
2,842,292 
350,126 


86,446,672 
4,148,076 
326,891 
12,650,455 
4,142,149 


6,659,118 


1,174,200 
30,294,450 


38,127,768 
$145,842,011 


Auditors’ Report 


The Shareholders, 
United Westburne Industries Limited. 


We have examined the consolidated balance sheet 
of United Westburne Industries Limited as at 
March 31, 1978 and the consolidated statements 
of earnings and retained earnings and changes in 
financial position for the year ended on that date. 
For United Westburne Industries Limited and 
those subsidiaries of which we are auditors our 
examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly 
included such tests and other procedures as we 
considered necessary in the circumstances. With 
respect to those subsidiaries of which we are not 
auditors, whose statements reflect total assets and 
gross revenue of 23% and 67% respectively of the 
consolidated totals, we have carried out such en- 
quiries and examinations as we considered neces- 
sary in order to accept for purposes of consolida- 
tion the reports of the other auditors. 


In our opinion, these consolidated financial 
statements present fairly the financial position of 
the company as at March 31, 1978 and the results 
of its operations and changes in financial position 
for the year ended on that date in accordance with 
generally accepted accounting principles applied 
on a basis consistent with that of the preceding 
year. 


TOUCHE ROSS & CO. 
Chartered Accountants 
Montreal, Quebec 
May 25, 1978 


Consolidated Statement 
Jf Earnings And 
Retained Earnings 


or The Year Ended March 31 


if 


Gross revenue 


Operating income before the undernoted items 


Deduct 
Interest — long-term debt 
— other 
Depreciation 


Amortization of contract costs 
Amortization of debenture discount 


Amortization of excess cost of investments in shares 


of a subsidiary 


Add 
Equipment rental income 
Interest and other income 
Gain on sale of fixed assets 


Net earnings before income taxes 
Provision for income taxes 


Net earnings including minority interest 
Minority shareholders’ interest 


Net earnings for the year 
Retained earnings at beginning of year 


Dividends paid on — preferred shares 
— common shares 


Retained earnings at end of year 


Net earnings 
Per common share outstanding 


After giving effect to exercise of warrants and options 


1977 


$311,436,388 


13,161,694 


2,112,405 
.090,514 
437,697 


13,963 


14,813 


474,500 
1,651,487 
494,039 
2,620,026 


8,112,328 


3,792,246 


4,320,082 
8,364 


4,311,718 


31,157,794 


131,426 
731,918 


Consolidated Statement 
Of Changes In 
Financial Position 


For The Year Ended March 31 


Source 


From operations 
Net earnings including minority interest 


Amounts charged or credited to earnings not affecting 


working capital 


Gain on purchase of debentures for sinking 
fund requirement 

Gain on sale of fixed assets 

Depreciation and amortization 

Deferred income taxes 


Sale of fixed assets 

Loan from parent company 

Increase in long-term debt 

Loan from affiliated company 

Receipts on notes and mortgages receivable 
Issue of common shares 


Application 
Expenditures on deferred contract costs 
Repayment of advance to parent company 
Due to affiliated companies 
Notes and mortgages 
Additions to fixed assets 
Dividends paid 
Repayment of long-term debt 
Purchase of preferred shares 


Redemption of preferred shares held by minority interest 


Increase (decrease) in working capital 


$ 4,320,082 


(25,108) 

(494,039) 
1,466,473 
640,081 


5,907,489 


1,069,135 
511,638 
1,947,219 


27,360 
365,625 


9,828,466 


1,988,813 
38,215 
3,805,100 
863,344 
3,908,535 
154,929 
287,112 


11,046,048 
$ (4,217,582) 
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Notes To The Consolidated Financial Statements 


For The Year Ended March 31, 1978 


1. ACCOUNTING POLICIES 


Principles of consolidation 

The consolidated financial statements include the accounts of the subsidiary 
companies, and have been accounted for under the purchase method. At the time 
of purchase of certain subsidiary companies $589,000 of the excess of purchase 
price over net assets was attributed to fixed assets. Of the remaining excess, the 
portion acquired after April 1, 1974 is being amortized over a period of 40 years. 


Inventories 

Inventories have been valued at the lower of cost (which is determined on the 
first-in first-out method) and net realizable value. Due provision is made to reduce 
obsolete, unsaleable or unusable items to their realizable or scrap value. 


Fixed assets and depreciation 
It is the policy of the Company to depreciate the cost of plant and equipment to its 
estimated residual value over the estimated useful lives of the assets, as follows: 


Buildings and improvements — mainly on a 5% to 10% diminishing balance 
basis. 

Equipment — mainly on a 20% to 30% diminishing balance basis. 

Drilling equipment — at a rate per drilling day designed to prorate original 
cost less a residual value of 30% over 3,000 drilling days. 


At the time of sale or retirement of fixed assets, the costs and related accumulated 
depreciation are removed from the accounts and, with minor exceptions, the re- 
sulting profits or losses on disposition are reflected in earnings. Maintenance and 
repairs are charged to expense as incurred. Major renewals and betterments which 
extend the life of the assets or increase the value thereof are capitalized. 


Foreign currencies : 


Long-term debt which is repayable in United States funds is translated into Cana- 
dian funds at the rates prevailing when such debt was acquired. 


Income taxes 


Deferred income taxes are provided to recognize the effect of timing differences, 
that is, those items of income and expense that may affect income for tax purposes 
in a period different from that in which they affect income for accounting and 
reporting purposes. As a result income tax expense recorded for any period rep- 
resents the total taxes applicable to the income reported in the financial state- 
ments of the period regardless of when such taxes are actually paid. 


Deferred contract costs 


Deferred contract costs represent mobilization and modification costs incurred on 
an off-shore drilling rig. Mobilization costs are being amortized over the life of the 
contract while modification costs are amortized over a three year period. 


Classes of business 

The Company carries on an integrated wholesaling business supplying equipment 
and supplies mainly to the construction industry. Accordingly, the Company 
considers that it is exempt from the reporting requirement for diversified corpora- 
tions under the Canada Business Corporations Act and Regulations thereto. 


2. FIXED ASSETS, AT COST 


1978 1977 

Land $ 1,648,194 $ 1,555,650 

Buildings and equipment 20,838,079 18,880,734 
Drilling equipment and 

development expenditures 12,480,161 11,479,200 

; 34,966,434 31,915,584 

Less: Accumulated depreciation 8,634,834 7,560,600 


$26,331,600 $24,354,984 


3. LONG-TERM DEBT 


7% sinking fund debentures, series “‘A’’ maturing March 15, 1987, redeemable 
prior to maturity, for other than sinking fund purposes, at the principal amount 
plus 27/s% if redeemed prior to March 31, 1979, the premium thereafter decreas- 
ing yearly by 3/s% up to March 15, 1985 when they become redeemable at par. A 
sinking fund is required to retire principal amount of $275,000 per annum on 
March 15, 1979 to 1986. 


1978 1977 
Authorized $ 4,500,000 $ 4,500,000 
Less: Purchased for and in anticipation 
of sinking fund requirements 2,547,500 1,926,000 
1,952,500 2,574,000 


7'/2% sinking fund debentures, series “B” maturing August 1, 1982, redeemable 
prior to maturity, for other than sinking fund purposes, at the principal amount 
plus 2'/2% prior to August 1, 1978, the premium thereafter decreasing yearly by 
'/2% up to August 1, 1981 and thereafter at par. A sinking fund is required to retire 
$40,000 principal amount per annum on August 1, 1978 to 1981. 


Authorized 600,000 600,000 
Less: Purchased for sinking fund requirements 400,000 360,000 
200,000 240,000 


8'/2% sinking fund debentures, series “C’’ maturing March 31, 1989, redeemable 
prior to maturity, for other than sinking fund purposes, at the principal amount 
plus 4.35% if redeemed prior to March 31, 1979, the premium thereafter decreas- 
ing yearly by .45% up to March 31, 1988 when they become redeemable at par. A 
sinking fund is required to retire $50,000 principal amount per annum on March 
31, 1979 to 1988. 


Authorized 1,000,000 1,000,000 
Less: Purchased for sinking fund requirements 450,000 400,000 
550,000 600,000 


1978 BOLT 
Bank loans 
11/2% above prime rate with semi-annual 
payments of $166,666 maturing March 31, 
1984 $ 2,000,000 $ = 
11% with monthly blended payments, 
maturing June 1, 1992 and renewable every 
five years, with the principal payments subject 
to reduction by the proceeds of the sale of 


secured fixed assets 3,775,814 3,775,814 

13/4% above U.S. prime rate with quarterly 

payments of U.S. $40,000 maturing July 31, 

1980 493,862 648,397 

17/4% above U.S. prime rate with quarterly 

payments of U.S. $80,000 until July 31, 1980 864,401 1,085,468 

11/2% above prime rate with quarterly 

payments of $85,000 until December 31, 1979 486,200 826,200 

13/4% above U.S. prime rate with semi-annual 

payments of U.S. $72,000 until November 1, 

1979 209,909 349,848 

13/4% above U.S. prime rate with quarterly 

payments of U.S. $36,000 maturing March 1, 

1980 388,000 532,000 
10,920,686 LOGS 15727, 

6'/4% to 12% mortgages, payable in monthly 

installments until 2001 4,902,816 4,861,020 
15,823,502 15,492,747 

Less: Payable within one year 1,918,258 2,842,292 


$13,905,244 $12,650,455 


The unrealized currency translation loss as at March 31, 1978, in respect to United 
States dollar loans amounts to $326,000. 

The trust deeds accompanying the issue of the debentures, impose restrictions 
relating to the redemption of capital stock, the declaration of dividends, the pledg- 
ing of assets and the level of minimum working capital. 

At March 31, 1978 the amount of shareholders’ equity not restricted under the 
terms of the trust deeds was $10,087,605. ‘ 
Sinking fund and other long-term debt maturities over the next five years, after 
allowing for prepayments, are as follows: 


1979 $1,918,258 
1980 : 1,682,466 
1981 1,408,072 
1982 1,095,616 
1983 1,190,138 


The debentures are secured by a floating charge on the company’s assets. 
4. CAPITAL STOCK 


During the year the Company received a Certificate of Continuance under the 
Canada Business Corporations Act and the capital structure of the Corporation is 
now as follows: 


March 31, 1978 


Shares Amount 
Preferred 
At beginning of year 41,475 $2,073,750 
Purchased for cancellation 760 38,000 
40,715 2,035,750 
Common 
At beginning of year 1,834,147 4,585,368 
Issued during the year on account of 
stock options 5,650 20,925 
1,839,797 4,606,293 
$6,642,043 
1978 1977 
Common shares reserved 
(i) Share Purchase Warrants, series ‘“‘B” 
Exercisable at a price of $14.00 per 
share, subject to adjustment in 
certain events, prior to March 31, 
1979 15,000 15,000 
(ii) Incentive Stock Options 
Granted to employees covering 41,750 
common shares at an exercise price 
of $4.50 per share, said options may 
be exercised up to '/s of the shares 
allotted in each of the years to 
1978. Unexercised options may be 
exercised cumulatively to July 1, 
1980 30,700 36,350 
51,350 


45,700 
5. COMMITMENTS 
The Company and its subsidiaries have entered into lease agreements for premises 
and equipment at annual rentals of approximately $3,340,000 for various terms 
expiring up to 1992. 


6. CONTINGENT LIABILITY 

Income tax assessments in respect to the fiscal periods from 1967 to 1975 have 
been received amounting to $1,345,000, including interest. These assessments are 
being contested and accordingly no provision has been made in the accounts. Up 
to March 31, 1978, the maximum contingent liability amounts to $1,950,000 
which reduces prior years earnings by $700,000 and deferred income taxes by 
$1,250,000. 


7. ANTI-INFLATION LEGISLATION 


The Company and its subsidiaries are subject to the Federal Government’s Anti- 
Inflation legislation, which became effective October 14, 1975. The legislation 
limits increases in prices, profits, compensation and dividends. Management is of 
the opinion that the Company has no significant liability under this legislation. 
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Westburne’s Branches 


Serving Canada From Coast to Coast 


O Plumbing, Heating & Electrical 


O Plumbing & Heating 
A Electrical 


BRITISH CQLUMBIA 
& @ AsBoTsFORD 
® BURNABY 
© COURTENAY 
CRANBROOK 
| @ Kamioors 
™@@ KELOWNA 
& KITIMAT 
48 NANAIMO 
& NEW WESTMINSTER 
© NORTH VANCOUVER 
® PORT ALBERNI 
© PRINCE GEORGE 
® RICHMOND 
A. SURREY 
© VANCOUVER 
A vicTORIA 


ALBERTA 
4 4@® caLcary 
© GRANDE PRAIRIE 
44 EDMONTON 
© LETHBRIOGE 
A® MEDICINE HAT 
A® RED DEER 


SASKATCHEWAN MANITOBA 
‘A@ REGINA '.@ BRANDON 
‘4 @ SASKATOON ‘© THOMPSON 
‘@ WINNIPEG 


YUKON TERRITORY 
WHITEHORSE 


Au 
A 
48 
A 
6 
48 
® 
a 
48 
A 
4B 


a 
ee 
a 
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ONTARIO 

BARRIE aa 
BRANTFORD @ 
BROCKVILLE @ 
CAMBRIDGE mT 
CHATHAM A 
CORNWALL aB 
DRYDEN A 
GUELPH AB 
HAMILTON A 
KENORA 45 
KINGSTON 44,88 
KITCHENER @ 
LONDON ry 
OSHAWA 

OTTAWA 


KITCHE 
SARNIA 


STREETSVI 


PEMBROKE 
SARNIA 

SAULT STE MARIE 
SCARBOROUGH 
SIMCOE 

ST. CATHARINES 
STREETSVILLE 
SUDBURY 
TIMMINS 
THUNDER BAY 
TORONTO 
WINDSOR 
WOODSTOCK 


QUEBEC 


@@ DRUMMONDVILLE 
fm HULL 
@ JOLIETTE 
JONQUIERE 
mm LONGUEUIL 
Am MONTREAL 
@ NEWRICHMOND 
@ QUEBEC 
1 ROUYN 
@ SEPT-ILES 
@ SHERBROOKE 
@ ST-JEROME 
@ TROIS-RIVIERES 
@ VALD'OR 
@ VALLEYFIELD 


G CHARLOTTETOWN 
MONCTON 
NEY 


NEW BRUNSWICK 
MONCTON 


NOVA SCOTIA 


DARTMOUTH 
SYDNEY 


PRINCE EDWARD ISLAND 
@ CHARLOTTETOWN 


ST. JOHN'S 


NEWFOUNDLAND 
ST. JOHN'S 
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PRINTED IN CANADA 


